
TESTIMONY BY KALBERT K. YOUNG
DIRECTOR, DEPARTMENT OF BUDGET AND FINANCE

STATE OF HAWAII
TO THE HOUSE COMMITTEE ON FINANCE

ON
SENATE BILL NO. 1298

April 3, 2013

RELATING TO STATE FINANCIAL ADMINISTRATION

Senate Bill No. 1298 proposes to amend Chapter 37, Budget, of the HRS, to

require that the projected operating costs of all capital improvement projects be

specifically integrated in the budget preparation and review process and be included

in the six-year program and financial plan.

The Department of Budget and Finance (B&F) offers these comments. As

part of the budget preparation and review process for Governor’s capital

improvement program (CIP) budget, the departments are required to submit Tables P

(Required Appropriations), Q (Expected Expenditures) and R (Project Justification).

Table Q includes a section which indicates the impact that the requested CIP project

will have on the respective operating budget.

While we understand that the departments have provided these supporting

documents to the Legislature, we note that very few departments have provided the

related operating cost information on Table Q. However, there may be no significant

operating cost impact for many of the requested projects because they are for major

repair and maintenance or may involve reprogramming or relocating existing

operating resources. Nonetheless, we will be making a concerted effort in the future

to ensure that the departments provide this information.



_2_

Additional operating costs for the CIP projects requested in the Governor’s

budget are not specifically included in the program and financial plan outyear

projections because many factors may influence the completion of the projects and,

hence, the date from which these resources may be required. The availability of

funding required for project completion, the permitting process, and the bidding

climate are some, but not all, of the factors which could hinder a project's timely

completion. Further, it should be noted that these out year operating costs are

preliminary and are subject to change and have not been reviewed by B&F.

For financial planning purposes, we are supportive of this concept. While

having the projected operating costs for CIP requests available would be useful for

financial plan projections, there is doubt in regard to the accuracy of these estimates.

For your reference as a single example, attached are Tables P, Q and R for

the University of Hawaii (UH) at Hilo’s College of Pharmacy request. Table Q, found

on the second page of the attachment, includes the effects of the operating budget,

totaling $120,000 (per fiscal year). Based on the project's schedule, we would expect

that the project would be completed in mid-2015 and that UH would submit a budget

request for these costs in their FY 2014-15 Supplemental Budget Request or their

FB 2015-17 Biennium Budget Request. We believe, however, that the project

schedule and operating cost impact will be further refined as the project progresses.

Attachment
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SB1298
Submitted on: 4/1/2013
Testimony for FIN on Apr 3, 2013 14:30PM in Conference Room 308

Submitted By Organization Testifier Position Pfiesept at
eanng

| TroyAbraham |l Individual ll Support ll No |

Comments: I support passage of bill to keep track of the organized fiscal budget

Please note that testimony submitted less than 24 hours prior to the hearinq, improperly
identified, or directed to the incorrect office, may not be posted online or distributed to
the committee prior to the convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@caQitol.hawaii.gov
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